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ACTION ARA-10 

INFO OCT-01 ISO-00 SP-02 USIA-15 AID-05 EB-07 NSC-05 

CIEP-02 SS-15 STR-04 OMB-01 CEA-01 CIAE-00 FRB-01 

INR-07 NSAE-00 XMB-04 OPIC-06 LAB-04 SIL-01 L-03 H-02 

PA-02 PRS-01 INT-05 DOTE-00 /104 W 

055173 

R 302045Z AUG 76 

FM AMEMBASSY CARACAS 

TO SECSTATE WASHDC 4565 

INFO USDOC WASHDC 

DEPARTMENT OF TREASURY WASHDC 

UNCLAS CARACAS 10443 
DEPARTMENT PASS EMIXBANK 

E.O. 11652: N/A 
TAGS: BENC, EEIN, VE 

SUBJ: PUBLIC CREDIT LAW FINANCING FIFTH PLAN 
PROJECTS SIGNED BY PRESIDENT PEREZ 

REE: CARACAS 9498, CERP D 

1 . WITH THE STATEMENT THAT IS AN INDISPENSABLE 
INSTRUMENT FOR THE DEVELOPMENT OF THE COUNTRY, PRESIDENT 
SCARLOS ANDRES PEREZ SIGNED THE LEY DE CREDITO PXIBLICO 
AUGUST 26, AT A CEREMONY CONDUCTED IN THE PRESENCE OE AN 
ASSEMBLAGE OE ECONOMIC AND POLITICAL LEADERS IN MIRAELORES 
PALACE. IN THE SAME SPEECH, WHICH WAS BROADCAST ON 
NATIONAL TELEVISION, THE PRESIDENT DEFENDED HIS GOVERNMENT'S 
HANDLING OF THE NIEHOUS CASE AND DESCRIBED THE LEY DE 
DEFENSA Y SEGURIDAD WHICH HE ALSO SIGNED AT THIS 
CEREMONY. THE LATTER LAW PROHIBITS THE OWNERSHIP 

BY EOREIGNERS OP LANDS IN FRONTIER OR SECURITY ZONES. 
(SEPARATE REPORT WILL POLLOW.) 

2. THE PUBLIC CREDIT LAW IN EFFECT AUTHORIZES THE 
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NECESSARY TO FINANCE CERTAIN PROJECTS IN THE EIETH 
PLAN, OVER THE PERIOD 1976 TO 1980. THE LAW AUTHORIZES 
LOANS EROM THE VENEZUELAN INVESTMENT EUND TO AUTONOMOUS 
ENTITIES AND ALLOWS EXECUTING AGENCIES, BOTH MINISTRIES 

AND AUTONOMOUS ENTITIES, TO BORROW, EITHER DOMESTICALLY 

OR FROM FOREIGN SOURCES WITH THE GUARANTEE OF THE 

STATE, SPECIFIED AMOUNTS NECESSARY TO CARRY OUT GIVEN 

DEVELOPMENT PROJECTS. THESE 

LOANS ARE TO SUPPLEMENT 

CENTAL GOVERNMENT 

BUDGETARY ALLOCATIONS TO THE 

MINISTRIES, FUNDS GENERATED 

INTERNALLY BY THE EXECUTING 

AGENCIES AND EQUITY INVESTMENTS IN THE AUTONOMOUS 
ENTITIES AND ARE IN EFFECT THE "NET TO BE FINANCED" 

RESIDUAL AFTER APPLYING THESE INTERNAL RECOURSES TO 
THE PLANNED PROJECT INVESTMENTS. 

3. THE TOTAL LOAN AMOUNTS AUTHORIZED WERE I) FROM 
THE VENEZUELAN INVESTMENT FUND, LOANS OF UP TO BS 
12,370 MILLION AND B) FROM OTHER SOURCES, DOMESTIC OR 
FOREIGN LOANS OF BS 19,384 MILLION. THE LION'S SHARE 

OF THE BORROWING AUTHORITY WAS EXTENDED TO THE ELECTRICITY 
SECTOR, IRON AND STEEL, TRANSPORTATION AND COMMUNICATIONS, 
AND ALUMINIUM. NOT MENTIONED IN THE PUBLIC CREDIT LAW 
WAS ANOTHER BS 7,651 MILLION EQUITY CONTRIBUTION BY 
THE INVESTMENT FUND TO AUTONOMOUS AGENCIES. 

4. WHILE THE LAW CRITICIZED BY THE OPPOSITION 

AS EXTRAVAGANT ANDCOMPROMISING THE FINANCIAL INTEGRITY 
OF VENEZUELA. (IT WAS PASSED WITH A MINIMUM OF DEBATE 
IN CONGRESS), THERE APPEAR TO BE SEVERAL SIGNIFICANT 
REDUCTIONS IN THE FINANCING OF MAJOR PROJECTS. WHILE 
DEFINITIVE ANALYSIS HAS TO AWAIT RECEIPT OF THE 
GAZETA OFFICIAL AND CONSULTATION WITH PLANNING OFFICIALS 
AS TO REASONS FOR THE APPARENT SHORTFALLS, THE 
FOLLOWING PROJECTS APPEAR TO HAVE BEEN CUT BACK. 

A) PLAN FOUR SIDOR STEEL PLANT EXPANSION: 
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PROGRAMMED INVESTMENT, BS 15.2 BILLION; 

PLANNED BORROWINGS, BS 2.8 BILLION; 

AUTHORIZED BY CREDIT LAW, 817 MILLION; 

SHORTFALL BS 2.0 BILLION. 

B) EDELCA, GURI HYDROELECTRIC PLANT EXPANSION AND 
CADAFE, OTHER EEECTRIC PROJECTS: PROGRAMMED 
INVESTMENT, BS 17.7 BILLION;) PLANNED BORROWINGS, 
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BS 6.8 BILLION; AUTHORIZED BY CREDIT LAW, 

BS 5.3 BILLION; .SHORTFALL BS 1.5 BILLION. 

C) OTHER APPARENT REDUCTIONS IN PLANNED 
BORROWING AUTHORITY WERE IMPOSED ON INOS 
WATER AND SEWAGE PROIECTS (BS 375 MILLION), 

CAVN PURCHASE OF SHIPS (BS 100 MILLION), 

COVINCA SHIPBUILDING YARD (BS 80 MILLION) 

AND ALUMINIO DE CARONI ALUMINIUM PLANT (BS 1 10 
MILLION). 

D) THE PUBLIC CREDIT LAW AUTHORIZED THE FULL 
AMOUNT FOR RAILROADS CONTEMPLATED IN THE PLAN, 

BS 1 BILLION, WHICH, HOWEVER, IS INSUFFICIENT 

IF THE RAILROAD EXPANSION WILL COST AROUND 
ONE BILLION DOLLARS AS RUMORED. 

5. EMBASSY WILL SUBMIT AIRGRAM SHORTLY RE THE IMPACT 
OF THE PUBLIC CREDIT LAW ON MAJOR PROJECTS IN THE PLAN. 
VAKY 
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